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COMPLAINANT:

RESPONDENTS:

RELEVANT STATUTES
AND REGULATIONS:

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKED:

Expiration of Statute
of T

5504
August 3,2004
August 10.2004
February 23.2005

September. 30,2008

Jonathan Weiss

Karoly Law Offices, PC
Jayann Brantley
Theodore Brantley
EncDalius
Heather Kovacs
John Karoly, Jr
Joshua Karoly
Peter Karoly
Rebecca Karoly

Matthew Ligotd
Gregory Paghamte
Maryellen Paghamte

2USC §441b
2USC §441f
11CFR }H04(bXlXu)and(iii)

Disclosure Reports

None
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1 L INTRODUCTION

2 ID tim nutter oonBPiftMMnii AUOBU ft GonDorovo VBUDDURODICOI 8GD6Di!6L

3 Law Offices, PC ("Kmly Law Offices'1) allegedly initructed employees and their spouses, and

4 possibly others, to contribute to Gephardt for President (MGephardt Committee**), Richard

5 Gephardt's presidential campaign committee, and men rambu^

6 As discussed m more detail below, this Office recommends reason to believe findmga at this
K

OT 7 tune against the KarolyLaw Offices, John Karoly, Jr , me President and Treasurer of the law
fM
10 8 firm, and one employee, Heather Kovacs
<N
^
P 9 IL FACTUAL AND LEGAL ANALYSIS

2 10 A. Facts

11 According to complainant, a former employee of Karoly Law Offices, the Gephardt

12 Comimtteefoced a notice to John Karoly, fr

13 ad^bonal$lS,(XX)^tfie Gephardt Committee Conmlamant alleges that it was his

14 understanding that, on a o^ when the complamantwM not m the office, Jo^

15 managing partner nf Katnly T^w OflBeea, "ttiatnirtflH** ftmr empl

16 JayannBnntley, ChnstniaUgom and Heather Kovacs, to conta^

17 ami remibursed them and certarn of thev Without saying how,

18 complainant states "I am fUlyiware that te money wuianAu^ by

19 the Secretary, Jayann Brantley, who was instructed by Mr Karoly to lemiburse the campaign

20 money H Furthgr, cnrnplanwit allagtm that John Kamly, Jr 't two anna collected eheefa finm the

21 employees and from outside sources Complainant states he witnessed the employees'

Attorney Joto Karoly m AcoKdmftotfaekwfinn

This OfBoo bdwvM dut Ae oonnlsiiisBt n mug AB BSIIHS, John KsfoJy sod Join Knoly, Jr,
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1 reimbursement, and aaw two chocks from employees wnttco to the Gephardt Committee,

2 including one from Heather Kovacs, Mr Karoly*s secretary, whom he described as a RepuM

3 and ividiuppoiter of President George W Bush An " Addendum" attached as the last page of

4 the complaint states MThiststoconn^thatonJune2S,2(XMatappioximately lOOOpm.Ihad

5 a convenation with Heather Kovacs during which she confirmed to me diat she was in &ct

^ 6 reimbursed for the money which is referred to in this complaint**
«ar
on 7 As an attachment to me complaint, complainant provided a list of contributions The list
<N

^ 8 was apparently denvedfixxnpubhc sources, brt was a Thehst
*5T
^r 9 shows contributions by Karoly Law Office employees, their spouses, a law finn chent, and John
O
© 10 Karoly, Jr'sftmily members to the Gephardt Committee m 2003 Those contnbunons total
*H

11 $23,000 All of the emptoyee^elated contnbunons were reported as received by the Gephardt

12 Committee on September 30,2003 Mr Paghamte, Ms Brantley and Ms Kovacs each

13 contributed $2,000 and Ms Ligota contributed $1,500 to the Gephardt Committee The spouses

14 ofMr Paghamte and Ms BianUey, MaryeUen Paghamte and Theodore Brantiey.coimibuted

15 $2,000 each and Matthew Ligotb, spouse of OinstmaLigota,contnbuted$ 1,500 mhis

16 annotations, complamant states mat Gregory Paghamte was a paralegal at Karoly Law Offices,

17 and mat his and his wife's contributions were reunbuned by one check for $4,000 His

18 annotations also state mat Ms Ugotaisamemcalpantegalatthelawfirm

19 nnmplMfiMit'a •itmehmMt »\mn liata fiva y^MO MnfnhnfanBM reeaivgrf Ky Ilia QgpJMtrit

20 Committee mApnl 2003, apparently denvedfiompubhcdiscl^ These include

21 contributions from Enc Dahus, allegedly a taw firm chent,2 John Karoly, Jr, and John Karoly,

fhsifr slwiftvdHitMWtii AVMH iaTs*

n»y have been nuniMned Of the alleged cbenaianiied, only Mr DdiuiiMdeacniitnbutiontothBOephiidt
^%%jfj,Mlt»» •fid IM» WMM rflA mlv BllflflMl fttmrtt M|M| l>¥^liiMMl flM^lfi^Btlf
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1 Jr'i wife* son and brother, Rebecca Karoly, Joshua Karoly, and Peter Karoly, respectively

2 Complainant states in his attachment that he is not certam whether the April 2003 contnbutions

3 were also a "scheme"

4 John Karoly, Jr, on behalf of himself and representing all of the other individual

5 respondents except his brother, responded to the complaint The response, which Mr Karoly

6 characterized as a "preliminary filing,"3 includes identical affidavits from himself and all of the
Cfa

a, 7 individual respondents except Peter Karoly Each is sworn and notarized by respondent Heather

t£ 8 Kovacs, except her own, wmch is not notarized
fM

* 9«7 *
0 1O 10 I Karoly Law Offices, which is also a respondent, did not separately
H

11 respond to the complamt or file a designation of counsel

12 John Karoly, Jr's brother, Peter Karoly, an attorney who has his own la^

13 Karoly & Associates, resix)nd^sepanady to n^cxHmila^ In his response, Peter Karoly stated

14 that his brother asked him to contnbute to the GepharA

15 check £brS4,000, a contnbution of S2.000 for him and a $2,000 contribution for his wifb, Lauren

16 AngrtMiit hnth Hnmm mi HMJIT jninf f*tm***l ch^lnng MMnmt PetCT Karoly did not address

17 whether he was reimbursed for his contnbution

18 B. Analysb

19 This Office considers it a close call whether to recofnniend mat the OnnmiMion close the

20 file or find reason to believe and permit us to investigate Tlieoomplamt alleges a corporate

21 leimbursement scheme mat, if shown to exist, mi^omstmiteknc^mg and willful violations of
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1 2USC §§ 441b(a) and 441f by Kuoly Law Offices, John Karoly.Jr and others4 Some of the

2 allegations in the complaint are detailed and are appareritiy based on complainart'spenonal

3 knowledge For example, coim^lainantstatei that he (N t̂ness[ed] the offi

4 reimburaement " Further, he itates on his annotated hit of omtnbuaons that tte

5 Gregory and MaryeUenPaghanite were reimbursed by a single $4,000 check Finally, and most

6 ipflpiifiMtitly, m lii« "AAhmdinn" ha gtatea that in a rrniwrMtion nn Tima M§ MM, Hgatfw»r

m son 7 Kovaca confimied to hun that she had been reunburnd
fM
03 8 On the other hand, parts of the complaint comist of spec^
rM
*ar
«7 9 innuendo or unsupported statements of fact For example, while admittedly absent on the pivotal
O
O 10 day, complainant states tint he *^mdentand[s]fiomomenM that they were tokl to wntech^
cH

11 the Gephardt Committee that would be remilmnedfiom law fim funds He does not, however,

12 identify the individuals from whom he gained this undemanding Additionally, in the mam body

13

14 supports his allegation that Ms Kovacs'cxmmbutum was reimbuned only by staling tn^

15 Repubhcan and a supporter of President George W Biuh,fiom this he dediices that she *Vrote

16 the check simply based on her dependence on her work and relationship with Mr Karoly"

17 FiriaUy, he admn^ not knowing if any law minchents were rem

18 contributions *"«^^ ui Apnl by the Karoly fiunily members were reunbursed

Cammuna*vM*A DnmaiforQmgmComma*,640F Sopp 983,987(D NJ 1986)

LWMfrlM" Wm*/5totevlfcpfaw,916F2d207f214(5thCir 1990) An mference of • knowing
,̂̂ 1 MiltHil M>| nMv hn dtBWn "film J!MI jjj.ft.julaiit1* «il«liiM«hi ̂ 4^»»^ ft»i ilMmMm*** !•• or IM^ j-uluiju M •» 214>

IS

TteooiqpbiDtwu fifed wdh the OoimmMian on Au^ Accanlingtothecoinplamint'i

aad opdated on Jnoc 2S, 2004 It ̂ poui flat pisjo 7 of <hc cmnphinf, winch • candod "AddBpdmo,*1 wii ttc
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1 The responses to the complaint are not wholly dispositive, either As noted,

2 respondent John Karoly, Jr, u counsel, submitted identical one-sentence affidavit! for himself,

3 hi§ wife md MO, Che law firm's employee! md their spouses, and client EncDanus denying

4 their contnbutioni bed been reimbuned, each iffidavit, except for her own, is notanzed by

5 respondent Heather Kovacs The affidaviu contain no details comxnung the c^^

6 under which the contributions were made or transmitted The FEC disclosure base shows that
H
JJJ 7 none of the law firm employees or their spouses had ever made a contribution to a federal
rsi
CO 8 candidate before their September 2003 contributions While it ought be and that the affidavits
<N

5! 9 address the central allegation that the cmtnbubons were rambuned, their teneness leaves room
0
O 10 for other posnbihties, such as that the funds were advanced, nther than reimbursed Moreover,
H

11 despite the specific allegation that Heather Kovacs personally confirmed to complainant in a

12 conversation at 10 00 p m on June 25,2004 that her contribution had been reimbursed, Ms

13 Kovacs'statement does not address this alleged con venation6

14 This Office is sensitive to the Commission's concerns about relying on conclusory

15 allegations and making negative uifeiences from the mere fisct that enmloyees of tte

16 corporation have made contributions on the same day 5ee Statement of Reasons of

17 Commissioners WoW, Mason and Thomas dated July 20,2000 in MUR 4850 (Delome ft

18 Touche, LLP, et al) Moreover, the Commission has traditionally given considerable weight to

19 respondents'affidavits denying violations On the other hand, we are also sensitive to msmg the

20 bar too high on the level of information complainants need to proffer u ft bans to investigate

* Tt»MAddndumNu winch thuslkiptiOB^ Bftdbwi
•B¥BfslpBgHofmacluMBiimd wooubooHy to BUS Aooordmaiy* when wo toot A tattnr to MOB Ksfoly« Jr

ttaipigB Ainoted,nompomewunoetved 5!M(boCnoli3(l
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1 In our opinion, the proper balance in this matter is to recommend that the Commission

2 make reason to behove findings at this tome agaiiist only HeamerKovacs, Karoly law Offices

3 and JohnKaroly,Jr, its Prendem and Treasurer7 Ms Kovacs'sts^

4 notarized and does not address, let alone deny, the specific allegation that she admitted to

5 complainant that she waa reimbursed It appears that other the complainant's allegation

^ 6 concerning their conversation is incorrect or untruthful, or Ms Kovaca* statement that she was
in
0> 7 not reimbursed u untruthful An investigation to probe this dichotomy would enable this Office
w
JJJ 8 to then make r«x)mmqiriarions<xm^
•*
«7 9 conduits If ccjmilauiant'saUeganoiia regarding Ms Kovacs'contribution do not bear up when
O
° 10 investigated, his other allegations can be regarded as IBM than credible On the other hand, iff*i

11 Ma Kovaca turns out to have been reimbursed, mat would tip me balance in ftvor of

12 mvesngatmgtheomeraUegedlyremibunedcontnbutions Therefore, Una Office recommends

13 featfeConimiaaumnttieaaontob^ §441fby

14 knowingly penmtting her name to be used to effect a contnbubonma^

15 There is no separate lesporise by me respondent law firm d^y^

16 DOT did the law fiim dflsignatftcciinsd to represent it, and Mr Karoly does not purport

17 specifically to be i^irescntmg the firm Accoidmg to me Pemisylvaiua Secretary of State's

18 office, Karoly Law QfficealbiaedmAl]entDwn9Penna

19 m 1986, so that any contnbunona it funded wouM be prohibited pursuant to 2USC §441b(a)

20 Section 441X«) ilao prohibits officers of corporations from consenting to corporate

21 contnbutiona State corporate recorda indicate that JohnKJaroly, Jr lamePreaidentand

22 Treasurer of Karoly Law Offices Additionally, the Commission's regulations provide that "Mo

S§§ dflOUHMX^ B0V
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1 person shall knowingly assist any person m making a cortno^

2 11CFR §1104(bXu) If m tact there were any reunburi^mentsmmuina

3 conmtanirt's aUegstums ind^^

4 officer of the law firm, may have knowingly and willMy devised and furthered an alleged

5 conduit scheme and consented to corporate reimbursement of HeamerKovacs* and possibly

tf] 6 others' contnbutions See footnote 4, mpra hi his affidavit, Mr Karoly did not specifically
in
en 7 address the allegation that he msoiicted certsjn individuals to contnbun^

JO 8 Comniittee and then instnictedto Therefore,
«ff

9 tnis ̂ jrnce recommeufls that toe ^Commission n^ifl tuere is reason to believe tnat JKaroly Lany
D
O 10 Offices, PC and John Karoly, Jr, its President and IVeasiirer.biowuigly and willfully violated
H

11 2USC }441b(a)and2USC §441f

12 At this time, this Office beheves that there is an insufficient btaus on which to make

13 m?ftniinfli?(hrtiffiii regarding thy allffged ff?wlmt cflntnbntiflnf by thf ftthtr rgspftiKhntH in this

14 matter If the Commission approves oiirieason to beheveiecommenda^

15 intends to conduct a hmited and targeted investigation as discussed below Depending on the

16 results of that rnvesttganon, we wiUretura to me

17 rgcffffimmdat'OM concennng the other rBspondiflntt in tfn« nmltw Accordingly,

18 this Office iriakes no recoimnendaticw

19 Brantley, Omaona Ligotb, Matthew Ugotb, Gregory Paguamte.MaiyeUenPagliamte, Rebecca

20 Karoly, Joshua Karoly, Peter Karoly, and John Karoly, Jr , in his capacity aa an alleged conduit

21 contributor
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IV. RECOMMENDATIONS

1 Find reason to beheve that Karoly Law Offices, PC knowingly and willfully violated
2USC $441b(a)and2USC *441f.

2 Find reason to beheve that John Karoly, Jr knowingly and willfully violated 2USC
5441b(a)and2USC fi441f

3 And reason to believe that Heather Kovacs violated 2 U S C ft441f,

4 Approve the attached Factual and Legal Analyses,
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6 Approve the appropriate fatten

10

in
in

Lawrence H Norton
General Counsel

D
O DelbertK Rigsby

Attorney


